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OUTCOME/BENEFITS TO THE COMMUNITY
The Council demonstrates the highest levels of financial management which means that
the council tax payers’ money is used effectively and managed safely.
RECOMMENDATION
That the financial statements and letter of representation for 2015/16 be approved.
SUMMARY OF REPORT
The financial statements for 2015/16 will follow. The letter of representation is attached
and the key issues are summarised below.
Financial resilience is one of the most important factors in ensuring future stability.
Wokingham Borough Council is in the very top level of authorities where resilience has
been proven to be of the highest level. This shows that despite significant reductions in
government funding and other financial pressures the Council has continued to seek to
ensure it is in a position to be able to operate within its available resources for the
foreseeable future. This is a significant achievement in the current climate where some
auditors have raised concerns around the public sector being able to deal with the
continuation of austerity.
The financial position of the Council depends on a number of factors such as financial
governance, financial planning and financial control. The financial medium term plan
covers a three year horizon, but the organisation plans further ahead, not just for the
three years in the medium term financial plan but looking forward to the next twenty
years. Our external auditors’ opinion on the statement of accounts for 2015/16 is
elsewhere on this agenda.
The deficit on the provision of services, including the Housing Revenue Account (HRA)
is £42.8m which, after the required accounting adjustments (including capital financing)
becomes a deficit of £0.8m on the General Fund and a surplus of £1.7m for the HRA.
The General Fund balance at 31 March 2016 is £10.4m and for the HRA £5.8m
The Revenue Monitoring outturn report was presented to the Executive on 26 May
2016, and is summarised in the narrative report within the financial statements. It shows
that the Council forecasts an overspend on its budget of £0.5m after carry forward
requests.
The useable capital receipts reserve as at 31 March 2016 stands at £8.8m and the
useable grants and contributions reserve stands at £13.4m. A further £28.6m is held
under capital grants receipts in advance as these grants and contributions have
conditions attached to them which dictate how they should be spent. These funds are

available and required to fund the Council’s capital commitments such as highways
infrastructure improvements and schools capital expenditure.
The Housing Revenue Account (HRA) surplus was £1.5m. Significant items include the
disposal of land to Wokingham Housing Limited and an associated impairment reversal
of £3.6m. Following the required statutory adjustments through the movement in
reserves statement the adjusted surplus was £1.7m.
School balances have decreased to £4.6m at 31 March 2016 from £5.8m at 31 March
2015, while the Dedicated Schools Grant (DSG) central reserve has increased to £2.1m
at 31 March 2016 from £0.6m at 31 March 2015.
The letter of representation is included at the end of this report.
Background
The National Audit Office issued their ‘Financial Sustainability of Local Authorities 2014’
report in November 2014, the latest available report. The key conclusions were that
government has reduced its funding to local authorities by 37% in real terms between
2010-11 and 2015-16, and 25% after taking account of council tax receipts. Provisional
data from the Department for Communities and Local Government (DCLG) show that
from 2010-11 to 2015-16 spending power will have fallen by 25.2% (excluding funding
for schools and benefit claimants).
The report stated that whilst most councils have risen to the challenges presented by
reduced funding, a survey of local auditors showed that they are increasingly concerned
about the future financial sustainability of some authorities and their capacity to make
further savings.
The National Audit Office also stated that DCLG expected funding reductions to lead to
service pressures rather than financial failure, given the strength of the local authority
legal framework. Local authorities’ main response to funding reductions has been to
reduce spending, but councils have tried to protect spending on statutory services for
vulnerable groups. In general local authorities have not used reserves to offset funding
reductions.
The report noted that whilst DCLG aimed to give local authorities more freedoms and
incentives on how funding is raised, this had contributed to much more complexity and
risk in local authorities financial management and several key areas were identified.
From 1 April 2013 councils have retained around half of any local growth in business
rates, while since 2011/12, local authorities have received extra funding (New Homes
Bonus) for every new residential property in their area. The Bonus is mostly funded by
reallocating a portion of revenue support grant, meaning that while some authorities will
gain, others will lose.
The external auditors in reaching their value for money conclusion have to test for
financial resilience. This means the auditors have to be satisfied that the organisation
has robust systems and processes in place to manage effectively its financial risks and
opportunities, and to secure a stable financial position.
To meet our statutory responsibilities, increases in the demand for services linked to
significant demographic changes, such as the ageing population and rising birth rate,

we have to improve our efficiency and productivity, control our costs and have
sustainable financial plans to ensure we are financially resilient.
The quality of financial governance and leadership in any organisation is critical in
meeting the financial management challenges and for securing financial resilience.
Good basic systems, processes and controls are important, but it is the overall financial
culture that makes the difference.
The authority has set the budgets over the past years in the context of a longer-term
financial strategy and a medium-term financial plan (MTFP). The Long Term Financial
Plan includes assumptions around inflation; income levels; demographics; future
demand for services, and is based on reasonable predictions. The financial position
depends on factors including the level of borrowing, receivables outstanding, investment
risks, council tax and business rates collection rates and levels of reserves.
The opinion of our auditors is detailed elsewhere on this agenda and states;
“In our opinion the financial statements :
 give a true and fair view of the financial position of Wokingham Borough Council
and Group as at 31 March 2016 and of its expenditure and income for the year
then ended; and
 have been prepared properly in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2015/16”
Each year the Audit Committee is asked to approve the financial statements of the
Council. The financial statements for 2015/16 will follow and explanations of key issues
affecting the Council’s financial position during the year are set out below.
Analysis of Issues
The income and expenditure for all services and functions, including the HRA and
capital transactions, are combined within the financial statements to form the income
and expenditure accounts for the authority. The balance sheet provides details of all
the assets and liabilities of the council and how it is financed.
The key issues that have impacted upon the financial statements in 2015/16 are as
follows:

Letter of Representation. There are no unadjusted errors to report on the letter
of representation.



This is the sixth time the Authority has had to prepare Group Financial
statements to account for its interests in subsidiary companies, and also it is the
second time the Authority has had to prepare accounts for its holding company,
WBC (Holdings) Ltd. The accounts have consolidated those of Wokingham
Housing Ltd (WHL), Loddon Homes Ltd (LHL), Wokingham Enterprises Ltd
(WEL) and Optalis Ltd.



The deficit on the Council's pension funds has decreased by £9.2m to £215.2m
at 31 March 2016 largely due to actuarial gains on the scheme's assets and
liabilities. The Council also guarantees the pension liabilities of Optalis Ltd
which were £6.8m at 31 March 2016. The next triennial valuation of the fund is
due to be published by 31 March 2017, and may lead to changes in the required

level of employers’ contributions if required.


Approximately £46.8m was spent on the Council's fixed assets in 2015/16, the
larger items being £23.0m on Children’s Services, £8.9m on Environmental
Services, £8.5m on Health and Wellbeing, and £3.9m on Chief Executive’s
service largely for the regeneration of Wokingham Town Centre. The Children’s
Services expenditure included £15.6m on a new secondary school at Arborfield,
while Environmental expenditure include highways improvements including
Wokingham station link road and Coppid Beech Roundabout, and Health and
Wellbeing expenditure included £5.3m for refurbishments of Council housing.



Short term Investments on the balance sheet have decreased to £43.6m at 31
March 2016 compared to £47.6m at 31 March 2015. In addition there were
£10.0m of short term investments included in the cash and cash equivalents
total of £10.8m, due to their short life. This made a total of £53.6m of short term
investments, of which £32.0m was invested in house, while £11.9m and £9.7m
were managed by Royal London Asset Management (RLAM) and Scottish
Widows Investment Partnership Ltd (SWIP) respectively.



Short term borrowing was £4.6m at 31 March 2016 compared to £2m at 31
March 2015. Long term borrowing was £129.0m at 31 March 2016, compared to
£131.9m as at 31 March 2015.



The balance on the General Fund at 31 March 2016 was £10.4m.



The Housing Revenue Account balance was £5.8m at 31 March 2016 after
adjustments and is above the level identified by risk assessment to be the
council's required level of HRA balances.

The auditor raised no specific issues arising from the audit.
The draft accounts were approved by Graham Ebers, Director of Finance and
Resources, on 29 June 2016 in line with the Accounts and Audit Regulations 2015
which require the Chief Financial Officer to approve the draft financial statements by 30
June. Member approval is required by 30 September each year after completion of the
external audit of the accounts, and this is through the Audit Committee. The audit of the
financial statements is now complete and the auditor's conclusions are reported
elsewhere on this agenda. The financial statements have been amended to reflect the
audit findings, and it is the final audited financial statements that the Audit Committee is
asked to approve.
Corporate Implications
The report is in respect of both the revenue and capital expenditure incurred during the
2015/16 financial year to deliver the priorities of the Council.
FINANCIAL IMPLICATIONS OF THE RECOMMENDATION
The Council faces severe financial challenges over the coming years as a result
of the austerity measures implemented by the Government and subsequent
reductions to public sector funding. It is estimated that Wokingham Borough
Council will be required to make budget reductions in excess of £20m over the
next three years and all Executive decisions should be made in this context.
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This representation letter is provided in connection with your audit of the consolidated and
parent financial statements of Wokingham Borough Council Group (“the Group and Council”) for
the year ended 31 March 2016. We recognise that obtaining representations from us
concerning the information contained in this letter is a significant procedure in enabling you to
form an opinion as to whether the consolidated and parent financial statements give a true and
fair view of the Group and Council financial position of Wokingham Borough Council Group as
of 31 March 2016 and of its income and expenditure for the year then ended in accordance
with, CIPFA LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2015/16.
We understand that the purpose of your audit of our financial statements is to express an
opinion thereon and that your audit was conducted in accordance with International Standards
on Auditing (UK and Ireland), which involves an examination of the accounting system, internal
control and related data to the extent you considered necessary in the circumstances, and is not
designed to identify - nor necessarily be expected to disclose – all fraud, shortages, errors and
other irregularities, should any exist.
Accordingly, we make the following representations, which are true to the best of our knowledge
and belief, having made such inquiries as we considered necessary for the purpose of
appropriately informing ourselves:
A. Financial Statements and Financial Records
1.

We have fulfilled our responsibilities, under the relevant statutory authorities, for the
preparation of the financial statements in accordance with the Accounts and Audit
Regulations 2015 and CIPFA LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom 2015/16.

2.

We acknowledge, as members of management of the Group and Council, our responsibility
for the fair presentation of the consolidated and council financial statements. We believe
the consolidated and council financial statements referred to above give a true and fair view
of the financial position, financial performance (or results of operations) and cash flows of
the Group and Council in accordance with the CIPFA LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2015/16 and are free of material
misstatements, including omissions. We have approved the consolidated and council
financial statements.

3.

The significant accounting policies adopted in the preparation consolidated and council
financial statements are appropriately described in the consolidated and council financial
statements.

4.

As members of management of the Group and Council, we believe that the Group and
Council has a system of internal controls adequate to enable the preparation of accurate
financial statements in accordance with the CIPFA LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2015/16, that are free from material
misstatement, whether due to fraud or error.

B. Fraud
1.

We acknowledge that we are responsible for the design, implementation and maintenance
of internal controls to prevent and detect fraud.

2.

We have disclosed to you the results of our assessment of the risk that the consolidated
and council financial statements may be materially misstated as a result of fraud.

3.

We have no knowledge of any fraud or suspected fraud involving management or other
employees who have a significant role in the Group and Council’s internal controls over
financial reporting. In addition, we have no knowledge of any fraud or suspected fraud
involving other employees in which the fraud could have a material effect on the
consolidated or council financial statements. We have no knowledge of any allegations of
financial improprieties, including fraud or suspected fraud, (regardless of the source or form
and including without limitation, any allegations by “whistleblowers”) which could result in a
misstatement of the consolidated or council financial statements or otherwise affect the
financial reporting of the Group and Council.

C. Compliance with Laws and Regulations
1.

We have disclosed to you all known actual or suspected noncompliance with laws and
regulations whose effects should be considered when preparing the consolidated and
council financial statements.

D. Information Provided and Completeness of Information and Transactions
1.

We have provided you with:


Access to all information of which we are aware that is relevant to the preparation of
the financial statements such as records, documentation and other matters as agreed
in terms of the audit engagement.



Additional information that you have requested from us for the purpose of the audit and



Unrestricted access to persons within the entity from whom you determined it
necessary to obtain audit evidence.

2.

All material transactions have been recorded in the accounting records and are reflected in
the financial statements.

3.

We have made available to you all minutes of the meetings of the Council, Audit Committee
and Executive (or summaries of actions of recent meetings for which minutes have not yet
been prepared) held through the year to the most recent meeting on the following date: 22
September 2016.

4.

We confirm the completeness of information provided regarding the identification of related
parties. We have disclosed to you the identity of the Council’s related parties and all related
party relationships and transactions of which we are aware, including sales, purchases,
loans, transfers of assets, liabilities and services, leasing arrangements, guarantees, nonmonetary transactions and transactions for no consideration for the period ended, as well
as related balances due to or from such parties at the year end. These transactions have

been appropriately accounted for and disclosed in the consolidated and council financial
statements.
5.

We have disclosed to you, the group and Council has complied with, all aspects of
contractual agreements that could have a material effect on the financial statements in the
event of non-compliance, including all covenants, conditions or other requirements of all
outstanding debt.

E. Liabilities and Contingencies
1.

All liabilities and contingencies, including those associated with guarantees, whether written
or oral, have been disclosed to you and are appropriately reflected in the consolidated and
council financial statements.

2.

We have informed you of all outstanding and possible litigation and claims, whether or not
they have been discussed with legal counsel.

3.

We have recorded and/or disclosed, as appropriate, all liabilities related litigation and
claims, both actual and contingent, and have disclosed in Notes 32-34 to the consolidated
and council financial statements all guarantees that we have given to third parties.

4.

All potential liabilities and contingencies relating to contract disputes have been
appropriately assessed and disclosed in the Council’s financial statements in accordance
with the Code of Practice for Local Authority accounting.

F. Subsequent Events
1.

There have been no events subsequent to period end which require adjustment of or
disclosure in the financial statements or notes thereto.

G. Accounting Estimates
1.

We believe that the significant assumptions we used in making accounting estimates,
including those measured at fair value, are reasonable.

2. Accounting estimates recognised or disclosed in the financial statements:


We believe the measurement processes, including related assumptions and models, we
used in determining accounting estimates is appropriate and the application of these
processes is consistent.



The disclosures relating to accounting estimates are complete and appropriate in
accordance with the applicable financial reporting framework.



The assumptions we used in making accounting estimates appropriately reflects our
intent and ability to carry out specific courses of action on behalf of the entity, where
relevant to the accounting estimates and disclosures.



No subsequent event requires an adjustment to the accounting estimates and
disclosures included in the financial statements.

H. Group Audits
1. Necessary adjustments have been made to eliminate all material intra-group unrealised
profits on transactions amongst parent, subsidiary undertakings and associated
undertakings

I. Retirement benefits
1. On the basis of the process established by us and having made appropriate enquiries, we
are satisfied that the actuarial assumptions underlying the scheme liabilities are consistent
with our knowledge of the business. All significant retirement benefits and all settlements
and curtailments have been identified and properly accounted for.
J. Use of the Work of an Expert
1. We agree with the findings of Barnett Waddingham engaged to provide IAS19 valuation
services for the defined benefit pension scheme as set out in Note 19 and have adequately
considered the qualifications of the experts in determining the amounts and disclosures
included in the financial statements and the underlying accounting records.
2. We believe the measurement processes employed, including related assumptions and
models, in determining accounting estimates is appropriate and consistent with our
expectations.
3. We did not give or cause any instructions to be given to the experts with respect to the
values or amounts derived in an attempt to bias their work, and we are not otherwise aware
of any matters that have had an effect on the independence or objectivity of the experts.
Yours Faithfully,

________________________
Graham Ebers, Director Finance and Resources

I confirm that this letter has been discussed and agreed at the Audit Committee on 28
September 2016

_____________________
David Lee, Chairman of Audit Committee

